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STATE Of WASH llVGTQN

WASHINCTON UTILlTIES AND TRANSPORTATION COMMlSSIONPO, 8ox 9822 ~ 13tttt 3, Erersrooo Park Dr S W. ~ Oltnj)tia, tcaahington 98384 9t)22 ~ tzt!8) r~~23 ~ tsratN) 2346423

RPD;6-1132

June 11, 1992

Mr. Julian Ajcllo
California PUC
505 Van Ness Avenue
San Francisco, Cal! fornia 9410'ear

Mr. Ajello:

Please accept this beLated response to your request for review of the Febn!ary, 1991dr.3 of thc netv NARUC Exlectric Utility Cos1 AI!ocation hfanual, Our staff recogni csthat the f!nal has now been pdnted, EEowevc!, the incons! t tent trcatrr.en'1 of customerre!ated costs iu t!!e tntutual ls of concer!.. En t,'trc areas, three diff rent aplrro ches «reTh'irSt LH an 8:1crgy welghtco app.each, th'econd the So+."~ I .ii 1!!Inststem'. "zero-iutcrccn'." n:eth.s~a cn'he !art is t!18 'bosic cxtstomcr'uetI:od.
At page 39 ot thc dra.t, di-tributiun plant is idenCned as heing customer, d nnmd, andcneriq'-related. That is concistct!t with thc trc;lnnent of gas distribunon p!ant by th'3Cumin!scion, wher it has ordered that 50;": of distribution!nairs be tre"t d coscommodity-related. Our Cctr~ssion h s not inade snecihc ftnd!ngs on elect!.cdis«ibution pinot, except as set forth belosv.

At pages 91-100 of the draft, the tninimum-system and zero intercept rn t!!ods arepresented. These methods do not confo!m to the matrix on page 39, which incorporatesan energy component of disnibution plant. Unfortunately, these tv.o methods arc the~oui 'ethods presented. These are the two methods our Commission has expIicitlyrejected.

Finally, at page I48, in the section on marginal cost detertnination, the "basic customer"method, counting as customer related costs only meters, services, meter reading, andbilling, is Identified and defended.

Previous drafts included additional methods v:hich are missing from the Gnal version.For example, the 10/31/88 draft discussed at the fall meeting irr san Francisco containeda section explicitly setting forth the basic customer method in tbe embedded cost section.En November of 1988, a section discussing the'energy-weighted method was distributed tothe Commit tee.
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Our Comrnissioa has been extremely clear about onc thing in this area; that the"minimum-distribution'nd "minimum-intercept" methods are not acceptable, and thatthe~rH costs which should be considered customer-related are the costs of rueters,services, rncter reading and billing. Our staff believes that is thc most cornmoa approachtal;en by Commissions around the country. For exmnpte, in Iowa, the administrativerules of the Conuniasion set this forth explicitly, while in Arizona and Illinois, theCornrnissions have explicitly rejected the trtinimum-system or minimum-intercept methodsin favor of the basic customer approach.

In gas cost of servdc, our Comntission has explicitly found that distribution plant(including service conn ctions) is partially demand-related and partially conunodityrelated, consistent ~sth the matrix on page 39. The corresponding plant on the electricside — poles, conduiaors and transformers — has not been positively resolved in any casesto date. A receatly tried electric cost of scarce case vill prosdde an opportunity foradvocates of the demand-only allocation approach ard those favoring an energy weiahinzapproach to make their cases before the Cotnmission.

Ac hope. that it is nossible to either i-.orrect future editions of the Manual to rcfI ct thevariety o: appro cncs to dcterm:ning i~s'.amer-rcla.'ed costs, cr to even issue " correctionto this ediuon.

Pleas feel free to contact Bruce Folsom at ("CYi) 58d-1132 with any questions you mavhave,

Sincerely,

P
Paul Curl
Secretary




